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Abstract 
 
 
The first Real Estate Investment Trust (REIT) was listed on the main broad of Hong Kong 
stock market last year while the number increases to 6 until April 2007. Indirect investing 
on properties is foreseeable to become more and more popular. Securitized real estate 
corporate has special characteristics due to their hybrid nature. Its return should behave 
like returns on the underlying real estate related assets they hold, however, it also affected 
by stock market returns. It is wondered that whether the corporate return behavior is more 
related to real estate returns or stock market returns. 
 
Studies on financial economics have documented the weekend effect in daily financial 
returns for a long time. Weekend effect means an abnormally positive return which exists 
at the end of the week and a negative return which exists on Monday. This seasonal effect 
has been found as a general and world-wide phenomenon but still no agreed explanation 
for it even this subject has been researched for more than two decades. Therefore, this 
paper studies the return behavior of securitized real estate index. The first question is 
whether the weekend effect exists in it. The second question is that whether the weekend 
effect can be interpreted as a ‘close-market’ anomaly. The last question is that whether 
Friday’s return and the following Monday’s return have a higher correlation. 
 
This study extends research on the weekend effect to Hong Kong.  The daily mean 
returns of Hang Seng Index and its four sub-categories, including properties, between 
1987 and 2007 are examined by regression model. The results suggested that weekend 
effect occurs in Hang Seng Index as well as Hang Seng Index-Properties. However, 
consistence with the former’s research, Monday effect disappeared since 1990s while 
 iii
abnormally high Friday returns still exists up to now. On the other hand, weekend effect is 
identified to be different with holiday effect. Also, there is an abnormally large first-order 
autocorrelation pattern between Friday’s return and Monday’s return. The weekend effect 
could be contributed by the trading behavior of investors. 
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Chapter 1 
Introduction 
1.1 Background 
The first Real Estate Investment Trust (REIT) was listed on the main broad of Hong Kong 
stock market last year while the number increases to 6 until April 2007. The main reason 
is that Hong Kong has a good framework on securities control and it provides a fair level 
for investors. So the Hong Kong stock market attracts more and more good-quality and 
large-sized companies to be listed in Hong Kong. The inflow of capital proves that HK 
has a position of an international financial centre.  
 
In the stock market, property sector takes an important role on it. HSI-Properties occupies 
about 10% of Hang Seng Index. People always invest in the property through stock 
market. In fact, there are two channels can be used to invest in properties, which are 
direct and indirect investments. Direct investment means buying the whole property 
directly through the property market, obtaining the ownership and making profit on the 
increased value of it. Indirect investment means investing through other channels which 
assets are mainly properties such as the stock market. Sometimes the stock market has a 
better return than the property market. Also, more real estate companies have become 
listed in Hong Kong.  
 
There are several advantages for indirect investment. Firstly, the liquidity is better. 
Investors can sell their stock to others easily due to the large transaction volume. They do 
not need to take a lengthy time and some complex procedures to complete a transaction. 
Secondly, the amount of investment can be smaller. People can put just a part of their 
money in a stock and also share the risk with other investors. In order to diversify the risk, 
people can use the same amount to make a portfolio easily instead of investing on only a 
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property. Thirdly, investors can invest in both properties in Hong Kong and China. The 
H-share property stocks become an inter-mediate for them to invest in China’s properties. 
It is convenient for investors who want to participate in different markets. 
 
Based on the above advantages, the stock market can be a good alternative for investors 
who are interested in real estate. There are some seasonal anomalies exist in stock market. 
Anomalies represent inexplicable events, which cannot be explained by existing scientific 
theory. It also represents some predictable seasonal patterns. Weekend effect is one of the 
seasonal anomalies, which consists of an abnormally positive return on Friday and a 
negative return on Monday. Studies on financial economics have documented the 
weekend effect in daily financial returns for a long time. It was examined by the formers 
in many countries.  
 
Cross (1973) and French (1980) found that the abnormally negative Monday returns 
existing on the Standard and Poor’s Composite Index, and Gibbon and Hess (1981) found 
the negative Monday returns existing in the 30 individual stocks of the Dow Jones 
Industrial Index. Keim and Stambaugh (1984) documented the same consistent negative 
Monday return by extending the test period of S & P Composite Index to as early as 1928 
and included actively traded over-the-counter stocks. Many writers wonder about why 
this happened and Laknoishok and Levi (1982) tried to explain by the effect of settlement 
and clearing delays in the U.S. They argued that the measured daily returns should depend 
on the day of the week and that adjustment for interest gains on certain days over adjacent 
business days should be made. Dyl and Martin (1985) proposed an opposite view as they 
stated that the evidence presented by Lakonishok and Levi which supported the 
hypothesis of settlement procedures were not related to the intraweek pattern of daily 
stock market returns. Up till now, there is no agreed explanation for the weekend effect 
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even this subject has been researched for more than two decades.  
 
This research focus on securitized real estate index, as it should have similar behavior 
with the real estate related assets they hold, but also affected by the general situations in 
the stock market. I do not only consider the Hang Seng Index for the general movement 
of Hong Kong economy, but also examine and compare the four sub-categories to find out 
the existence of weekend effect. Limited to my knowledge, no research on the weekend 
effect is focused regarding the Hong Kong’s securitized real estate index. 
 
1.2 Motivation 
There is strong evidence of the weekend effect occurring in the U.S., Europe and some 
other major stock markets such as the Tokyo Stock Exchange, the London Stock 
Exchange, and the Toronto Stock Exchange. As the formers prove that weekend effect is a 
general, world-wide phenomenon rather than the result in any specific country, this paper 
could be a support on this position if a similar result does occur in Hong Kong. 
 
Investors can get more advantages from investing indirectly as stated before. With the 
well-developed framework of Hong Kong stock market, indirect investment in real estate 
could be more popular and more people could participate in the investment. Therefore, 
investors should keep their eyes on the daily seasonalities of real estate stock. The finding 
of weekend effect could benefit the investors from the increased profits and better timing 
to enter or exit the market. 
 
The finding about Hong Kong stock can be an evidence to prove whether the weekend 
effect is a result of data snooping. As the securitized real estate daily return follows the 
random walk, negative Monday with positive Friday in any country can be resulted from 
 4
data snooping. Thus, this paper can be one way to prevent by studying the data sets of 
other countries. If the same effect happens in other countries, it is likely that the anomaly 
is not a result of data snooping. 
 
Furthermore, if weekend effect really takes part in stock return, a weekend dummy should 
be applied in future models. It becomes an important aspect in asset pricing and asset 
allocation. Consequently, the need to address the more fundamental issues of investing in 
real estate becomes ever more pressing. 
 
1.3 Objective of study / Scope of research 
The aim of this study is to examine whether the weekend effect, which includes a 
abnormally negative Monday return and positive Friday returns, exists in Hong Kong 
securitized real estate returns. The scope of this study is limited to Hang Seng Index and 
its 4 sub-categories, including commerce and industry, finance, properties and utilities, 
from 6th January 1987 to 3rd January 2007. In the present study, the following objectives 
are set up to achieve the aim of the study: 
1. To review the definition of weekend effect, its participation in world wide and the 
relationship between Monday and Friday 
2. To find out whether the weekend effect exists in Hong Kong 
3. To find out whether the weekend effect is related to non-trading day 
4. To draw appropriate implications based on the findings 
 
1.4 Organization of study 
This dissertation is divided into 6 chapters. Chapter 1 introduces the research background, 
reasons and objectives of the study, as well as the organization of this paper. Chapter 2 
summarizes the past literatures related to the topic of this study. Various stock effects 
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examined by the formers and the findings in other countries will be reviewed. Chapter 3 
introduces the methodology, various approaches to observe the weekend effect, the 
derivation of hypothesis and expected results of the estimate will be discussed in great 
detail. Chapter 4 includes the data which is used in this research, data source and 
selection will also be included. Chapter 5 analyzes the empirical results of the regression 
model and its implications will be discussed. In the last chapter, summary of the study 
will be given. Limitations of this study and areas for further study will also be suggested. 
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Chapter 2 
Literature Review 
 
This chapter provides various literatures related to the foundation of weekend effect in 
U.S. during nineteen century. As the daily returns should be followed the random walk, it 
may be observed to be equal through Monday to Friday in a long run. However, the 
formers researches provided a support on this anomaly, weekend effect, which shows an 
abnormally negative returns on Monday and positive returns on Friday. Therefore, the 
effect will be considered and discussed so as to provide a sound foundation on the 
theoretical framework. Furthermore, it is noted that weekend effect exists as a general and 
international anomaly. Thus the previous researches which provided evidence of the 
existence of weekend effect in global markets will be included. After that, correlation 
between Friday and the following Monday will be discussed, that implied negative 
Monday will follow negative Friday, vice versa. The last but not least, reasons of the 
weekend effect suggested by the formers will be included. 
 
2.1 Weekend effect 
Weekend effect is defined as an abnormal positive return on Friday and negative return on 
Monday exists in the daily return of an index. Return is a financial term that refers to the 
profit or loss derived from an investment. According to the efficient market hypothesis, 
the daily return should be in random walk, that means all price movement is random, and 
only be affected by the changes in fundamental factors, such as profits or dividends. 
However, many studies showed a marked tendency for the market forming a trend over a 
time periods or longer. The belief of market trend is generally consistent with the 
underdevloped scientific practice of technical analysis and contradicts with the efficient 
markets hypothesis. 
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Generally, Monday was the lowest return day and Friday was the highest return day, 
shown by the previous researches. For studying the weekend effect, two models the 
researchers commonly examined, which are the calendar time hypothesis and trading time 
hypothesis. Under the calendar time hypothesis, it hypothesized that the returns are 
followed the days on calendar and the expected return for Monday is three times the 
expected return for other days of the week. If returns are evenly distributed and follow the 
calendar time, Monday should have a three times returns higher than other days. Under 
the trading time hypothesis, it hypothesized that the returns are generated only during 
active trading and the expected return is the same for each day of the week. Surprisingly, 
they found that the outcome of Monday return is the lowest. Afterward, the researchers 
studied on the weekend effect mostly by rejecting the trading time hypothesis. Up till now, 
there is still no an identified reason to explain this weekend anomaly. 
 
2.1.1 Calendar time hypothesis / trading time hypothesis 
The weekend effect has been found to be existed in many markets. U.S. market is 
confirmed at first. French (1980) examined daily returns of the Standard and Poor’s 
composite portfolio from 1953 through 1977. The period was divided into five 
consecutive sub-periods each composed of five years. The daily mean returns 
(close-to-close) were calculated as the natural logarithm of the ratio of successive closing 
index values and analyzed. He examined both two models and concluded that during most 
of his period studied, the daily returns to the Standard and Poor’s composite portfolio are 
inconsistent with both the calendar time and trading time models. However, the average 
return for Monday was significantly negative for each period surprisingly, although the 
average returns for the other four days of the week were positive. This research rejected 
the hypotheses and attracted the followers to have a further study on an abnormal 
negative return on Monday. To confirm the systematically negative returns on Monday 
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was caused by weekend effect instead of a ‘close-market’ effect, that means the effect 
happens mostly around the non-trading day, the returns for days following holidays were 
compared with the returns for periods which do not include holidays. The result showed 
only Tuesday’s average ‘holiday’ return was lower than ‘non-holiday’ return. It supported 
the view that the negative expected returns are caused by a weekend effect. 
 
Keim and Stambaugh (1984) followed the findings of French, they re-examined the stock 
returns with additional time periods by extending the total period covered to 55 years and 
on different-sized firms, return at the end of the week were typically positive, which was 
particularly strong for small stocks. They tried to address potential explanations for this 
effect, such as measurement error. However, no explanation was satisfactory.  
 
2.1.2 Trading and non-trading day weekend effect 
Rogalski (1984) followed the previous studies by French and other but examined by a 
different approach. He decomposed the daily return into trading day and non-trading day 
returns, in order to identify the dominator of the weekend effect. The open and close datas 
of the Dow Jones Industrial Average Index for every trading day are observed from 1974 
to 1984. The opening and closing Standard & Poor’s Corporation from 1978 to 1983 were 
also obtained. Return over a trading day was calculated by the natural logarithm of the 
ratio of the closing index value to the opening index values on the same day. Return over 
a non-trading day was calculated by the natural logarithm of the ratio of the opening 
index value to the closing index value of the previous trading day. 
 
For the close-to-close return, which is the same with daily return, two indexes had similar 
results with the researches of French and other. Monday returns were on average negative. 
However, for the trading and non-trading day approach, the abnormal negative Monday 
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return were resulted from Friday closing to Monday opening. He concluded that it is a 
non-trading weekend effect. On the contrary, the Monday trading day returns showed 
positive values for both indexes. The opening index value becomes an important data to 
analyze the weekend anomalies. When opening data are available, the trading day returns 
are consistent with the hypothesis of equal means across all trading days of the week. 
That means when open-to-close returns are used, the trading time model cannot be 
rejected for either index. In his further analysis on the DJIA index, non-trading weekend 
returns are still on average negative but apparently more so if the holiday occurs on a 
Monday. One possible explanation is that often tactically postpone releasing bad news 
until after closing of the stock market on Friday, which lead to a relatively high selling 
pressure on Monday. 
 
2.1.3 Market climate 
Besides of the abnormal returns on Monday and Friday, researchers tried to find out any 
other factors affecting the weekend effect. Y. Hirsch (1987) examined the U.S. market by 
studying all the trading days in the thirty-three-year period of June 1952-June 1985. The 
result showed that the first trading day of the week (including Tuesday when Monday is a 
holiday) has a rising market only 43% of the time. Conversely, last trading day of the 
week is the strongest day of the week, has a market closes higher 58% of the time. It is 
obvious that Monday and Friday has a significant abnormal returns compared with all the 
other days. When considering the effect of changes in market climate, Mondays and 
Fridays were sharply affected by it. While the middle days did not vary much on average 
between bull and bear years. There was a swing of 12.6 percentage points in Monday’s 
performance and 12.8 percentage points in Friday’s. He computed the Dow’s performance 
for different days of the week for each year from 1953 to 1984. Mondays alone were 
losing 1,565 Dow points, which more than the points gained during thirty-two years. 
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While Fridays gained most points, it was an “extreme” day, great in bull years and poor in 
down years.  
 
2.1.4 External factors on weekend effects 
Chan et al. (2005) stated that the institutional investors is related to the Monday seasonal, 
especially the performance of REIT stocks in U.S. market. Monday seasonal disappeared 
in the late 1990s, that coincided with the increase in institutional investors in the REIT 
market. Moreover, the performance of REIT stocks on Monday is related to the 
institutional holdings level of the REIT stocks. M. Raj and P. Dheeriya (1998) pointed out 
that the day-of-the-week stock return pattern in Thailand seems to be related to the 
settlement system. The settlement system on The Stock Exchange of Thailand (SET) 
could also lead to different results. 
 
2.2 Previous studies in world wide 
 
The previous studies on the weekend effect confirm that this anomaly exists in 
international market. Chang et al. (1993) examine 23 international stock markets over the 
period 1985-1992 and find that for some countries the Monday effect has diminished. 
Friday and Higgins (2000) examined US REITs in the period 1970-1995. They found 
evidence for Monday effect. More studies are divided for further detail according to the 
countries as below. 
 
2.2.1 U.S., Japan, Canada and Australia 
Weekend effect has been identified as an anomaly existing in stock market, primarily for 
U.S. stock returns. Jaffe and Westerfield (1985) aimed to investigate whether similar 
results occur in other countries. If the result is positive, the weekend effect can be further 
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supported as a general and world wide phenomenon rather than the result specific to the 
U.S. They examine five international stock markets between 1950 and 1983. Nikkei Dow 
from 1970 to 1983 in Japan, Toronto Stock Exchange Index from 1976 to 1983 in Canada, 
Statex Actuaries Index from 1973 to 1982 in Australia, Financial Times Ordinary Share 
Index from 1950 to 1983 and Standard & Poor’s Corporation from 1962 to 1983 in U.K. 
were observed. Tokyo Stock Exchange was different with other markets which traded on 
Saturday as well. Daily returns were calculated as the natural logarithm of the ratio of the 
closing index to the closing index of the previous day. 
 
They found that the result was consistent with previous research on the U.S. markets, the 
weekend effect was significant. A difference of the means statistical test was performed 
by comparing Monday’s average return with the average of the remaining days for each 
stock index. In sight to the Japanese index which included six trading days, it was pointed 
out that the Friday mean return was lower than Saturday mean return. It was consistent 
with the lower Friday return for the S&P index in weeks with Saturday trading.  
 
Another finding from their research was the ‘Tuesday effect’. The lowest mean returns 
occurred on Tuesday only for the Japanese and Australian indices but not in either Canada 
or U.K. They purposed that these two markets with more than 13 hours time difference 
with U.K., the negative average Tuesday daily return could reflect the time zone 
differences between these markets and U.S. On the other hand, U.K. and Canada had a 
smaller time zone difference with U.S., significant negative Tuesday returns were not 
observed. However, after study on the cross-correlations between stock markets with U.S., 
it was concluded that each country existed a weekend effect in their respective stock 
markets independent of the weekend effect in U.S. Hence the ‘time zone’ theory was 
unable to explain the Tuesday anomaly. 
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2.2.2 Europe 
Veera et al. (2006) examined the day-of-the-week effect for several European securitized 
real estate index returns between 1990 and 2003. Even through the countries have unique 
country-specific patterns, 8 of 11 European countries, i.e., Belgium, Finland, France, 
Germany, Italy, the Netherlands, Norway, Spain, Sweden, Switzerland, and the U.K. have 
high Friday returns. To have a general picture of the day-of-the-week effect in Europe 
stock market, two Europe indices provided by the European Public Real Estate 
Association (EPRA), EPRA Europe index and EPRA Euro zone index, were also 
examined. The result showed that both two Europe indices exhibit Friday anomaly 
 
2.2.3 Asia 
In Asia stock market, Tuesday effect has been observed. Jaffe & Westerfield(1985) stated 
that weekend effect exists in US, Canada and UK, but lowest mean daily returns occur on 
Tuesday for Japan and Australia. Kim(1988) found that weekend effects identified in all 
countries, unable to reject Efficient Markets Hypothesis (EMH), Korea, Japan & Australia 
lag the US based on a ‘time zone hypothesis’, evidence of ‘closed market’ hypothesis. 
Aggarwal & Rivoli(1989) proved that there is weekend effect and strong negative 
Tuesday returns (+13 hour time lag from NYSE) in emerging markets(Hong Kong, 
Malaysia, Philippines & Singapore). 
 
For Thai stock market, Gibbons and Hess (1981) studied the pattern of stock returns in a 
17-year study during 1962-78 by the calendar hypothesis, to determine whether the 
three-day return amount would be three times the typical return on a weekday. However, 
the result was not like that. Farok J. (1998) observed that Friday has the highest mean 
return and Tuesday has the smallest mean return in the Stock Exchange of Thailand. His 
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study confirmed that, on average, Monday returns are positive following positive Friday 
returns, and they are extremely negative following negative Friday returns. The tendency 
for negative Monday return is a presentation of the strong serial correlation between 
Friday and Monday returns. He found that investors would sell stocks late Friday 
afternoon and repurchase them on Monday afternoon at an expected lower price, 
therefore capturing an abnormal return. The settlement system might be used to explain 
this day-of-the-week stock return pattern in Thailand. 
 
2.3 Correlation of Friday with the following Monday 
The profound effect of Fridays activity on Monday’s markets was discovered by Frank 
Cross of Niederhoffer, Cross & Zeckhauser. Friday has been found to be correlated with 
the following Monday. Y. Hirsch (1987) stated this view and explained that when market 
is down on Friday, chances are three to one that Monday will also decline. The researcher 
analyzes on the Dow Jones industrial average(DJIA), aim to see how badly the market 
performed on Mondays after a losing week. Two out of three Mondays after down on 
Friday were down. Farok J. (1998) further confirmed that, on average, Monday returns 
are positive following positive Friday returns, and they are extremely negative following 
negative Friday returns. The tendency for negative Monday return is a presentation of the 
strong serial correlation between Friday and Monday returns. 
 
2.4 Explanation of weekend effect 
The weekend anomaly in the U.S. market has been studied by many researchers. This 
phenomenon could not be explained until now as the proposed causes led to certain 
counter-arguments at time. 
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2.4.1 Fear of investors 
Y. Hirsch (1987) explained Monday as a downer by considering several factors. First, 
market has been closed for two days. Second, many investors around the world may make 
decisions on weekends, as they have more time to plan. Third, many unexpected events 
take place on weekends. Having these concerns, many traders may intend to cover their 
short positions on Friday afternoon, so as to sleep better, restore them Monday mornings 
if the market doesn’t appear to be heading up. After greed, the trader throws and a bear 
market starts, they feel fear and more and more investors “throw in their towels” on 
Mondays as stocks continue sinking week after week. 
 
2.4.2 Behavior of short sellers 
Vijay Singal (2004) had two explanations on the weekend effect. The first one gives the 
best explanation which is related to the short sellers. This regards to the unhedged short 
sales by speculation short positions. Hedged short sales are not very risky because an 
equirvalent trade hedges the movement in the short-sold security. But this is not the case 
on the unhedged short sellers, they should have close monitoring on the holding. Unlike a 
long position, where the loss is limited to the value of the holding, the downside risk of a 
speculative short position is theoretically unlimited. In that case, close monitoring during 
trading hours can limit the potential loss of a short seller and inability to trade should be 
prevented, which introduce special risk as the short sellers are unable to trade. 
 
The inability to trade implies that short sellers are unable to control losses that may occur 
due to news or stock price moves after market hours. Thus, short sellers are averse to 
holding positions over non-market hours and like to close positions at the end of the day 
and reopen them the next morning. However, the transaction costs of closing and opening 
a position, the uptick rule, and limited availability of shares to short-sell make it 
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expensive for the short sellers to trade too often. The weekend becomes a natural break 
point, as it is a long period of non-trading compared to the normal interday period of 
non-trading. Thus, the inability to trade over the weekend makes many short sellers close 
their speculative positions at the end of the week and reopen them at the beginning of the 
following week, leading to the weekend effect. The stock prices rise on Fridays as short 
sellers cover their positions, and fall on Monday as short sellers reestablish new short 
positions. 
 
Many potential explanations have been proposed and investigated. These explanations 
account for some portion of the weekend effect. For example, the announcement of 
earnings and dividends on Friday after the close, especially if the news is negative, can 
explain a small proportion, about 3.4 percent, of the weekend effect. Further, the tendency 
to postpone release of this news is not restricted to firms in any particular size decile. This 
delay in settlement of trades can explain about 17 percent of the weekend effect. 
 
2.4.3 Bid-ask bounce 
Another possible explanation relatees to the bid-ask bounce.If stocks trade at the ask price 
on Fridays at market close and at the bid price on Mondays, it will seem that the Monday 
return is negatives even when no change in price has taken place. This explanation 
implies that there is really no weekend effect, the bid-ask bounce is misinterpreted as a 
weekend effect. However, estimates indicate that the bid-ask bounce can account for 32 
percent of the observed weekend effect, but only for small stocks. For large stocks, the 
bid-ask bounce can explain less than 10 percent of the observed returns. 
 
It can be seen that all of the alternative explanations account for only a small portion of 
the weekend effect. However, speculative short selling can explain at least 30 percent and 
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up to 80 percent of the weekend effect. Therefore, speculative short selling is assumed to 
be the primary explanation. 
 
speculative short sellers are largely responsible for the weekend effect. Since short 
positions are very risky, short sellers do not want to hold them over the weekend. 
Therefore, some of them close their positions on Fridays and reopen them on Mondays, 
causing the weekend effect. When options are available and actively traded, the short 
sellers migrate to the options market. This move makes the weekend effect disappear 
among large stocks with actively traded options. Alternative explanations of the weekend 
effect cannot explain a significant part of the week end effect. 
 
It is not easy to capture the weekend effect with current financial instruments because the 
trading costs can be large. Nonetheless, investors should recognize the weekend effect 
and avoid buying on Fridays and selling on Mondays. Instead, they should buy stocks on 
Mondays and sell on Fridays. 
 
2.5 Research gaps 
A literature review aims to help on establishing the research gap. After reviewing the 
literature about the weekend anomaly in world wide, there are two research gaps can be 
found. 
 
Firstly, many researchers were interested by securitized real estate stock, as it has special 
characteristics due to its hybrid nature. Its return should behave like returns on the 
underlying real estate related assets they hold, however, it also affected by stock market 
returns. It is wondered that whether the corporate return behavior is more related to real 
estate returns or stock market returns. 
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Secondly, as an international anomaly, it should be existed on different market and 
different indices. Limited to my knowledge, no research on the weekend effect is focused 
regarding the Hong Kong’s securitized real estate index.  
 
Therefore, this dissertation will test whether the weekend effect exists in Hong Kong’s 
securitized real estate index by empirical analysis. 
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Chapter 3 
Data and Sources 
 
This chapter describes the data for the variables that have been mentioned in Chapter 4. It 
explains the collection of needed data in the analysis and the sources of data. It also 
presents a brief description on the data sets that have been collected and used in this 
study. 
 
3.1 Sources of data 
The data sets of the dependent and independent variables are mainly collected from the 
Datastream. 
 
Datastream is a computer system containing a large variety of numerical information of a 
considerable number of listed companies and indexes, either within or outside Hong 
Kong. Instead of looking at the data recorded in the HKEx/SEHK and individual 
companies, users of the Datastream can save their efforts of searching. As the Datastream 
is well organized and comprehensive data records, which are all in database format, in the 
system, users can search information effectively. Datastream receives numerical data 
from the computer systems of the HKEx/SEHK, and other worldwide stock markets, after 
terminate their operations every day. Therefore, the data sets collected from the 
Datastream are reliable. 
 
The data sets obtained from the Datastream include: 
1. Closing value of sample indexes from 1/6/1987 to 1/3/2007 
2. Opening value of sample indexes from 1/1/2000 to 1/3/2007 
3. Market capitalization 
 19
3.2 Description of data 
 
Daily return data from the 4 sub-categories are listed, which are financial, utilities, 
commerce & industry and properties, in order to compare the results with each other and 
Hang Seng Index is also included. Returns are available from January 6, 1987 to January 
3, 2007 (4951 observations). The market capitalization of Hang Seng Index has increased 
from $420 billion in January 1987 to $13,249 billion in January 2007, which signifies the 
growing interest of investors in real estate. 
 
3.3 Calculation of daily returns 
The behavior of stock prices can be described by a multiplicative random walk. 
Pt =Pt-1 {exp[E(Rt)+et]}-Dt 
 
Where Pt is the price at the end of period t, 
Dt is the dividend paid during period t, 
E(Rt) is the expected return in period t, and 
Et is a serially independent random variable whose expected value is zero 
 
The model is equivalent to 
Rt=ln{(Pt+Dt)/Pt-1} 
  =E(Rt)+et 
Where Rt is the continuously compounded return observed in period t 
 
Based on the above model, returns were calculated as the natural logarithm of the ratio of 
the closing index of the day specified to the closing index of the previous trading day. 
Daily % Return (close-to-close) = ln{Pt (close)/Pt-1 (close) x 100 
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Where Pt(close) is the closing index of day t and Pt-1 (close) is the closing index of the 
previous trading day. 
 
Table 3.1 shows the descriptive statistic of the daily return of the indices in the studied 
period. The lowest return of all the indices is observed on 26th October, 1987, which is 
caused by the stock market crash that year. The highest return is observed on 29th October, 
1997, which the stock market was in bull year. 
HSI-Properties is different, the highest return 
is ion 2nd February, 1998. 
 
Table 3.1 Descriptive statistic of the daily return of the indices 
 Maximum Minimum Mean Standard deviation 
Hang Seng Index 17.2471 -40.542199 0.041995 1.715586 
HSI-Properties 20.68458 -47.6722 0.038979 2.125838 
HSI-Utilities 16.61764 -40.1458 0.047527 1.541062 
HSI-Commerce & 
Industry 
18.42181 -41.8038 
0.031636 1.985575 
HSI-Finance 18.00108 -29.6508 0.059872 1.623625 
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Chapter 4 
Methodology 
 
This chapter will discuss the methodology adopted to examine the relationship between 
the return of the day of the week and the daily return. Hypotheses will be identified and 
tested to observe the weekend effect, holiday and the correlation between Monday and 
Friday. 
 
4.1 Objectives of tests 
The principle objective of the study is to find out whether a stock market anomaly of the 
daily stock return exists in Hong Kong securitized real estate index. Following the trading 
time hypothesis, the expected return to each trading day would be the same, which would 
be tested by applying regression model to the daily returns calculated. As the Monday 
effect was found to be disappeared in U.S. content since 90s, data will be separated into 
sub-period for further investigation. Afterward, the pre-holiday and post-holiday effect 
will be tested, the aim is to examine whether the Friday high and Monday low return 
patterns are the same with before and after the holiday. Finally, an examination on the 
first-order autocorrelation pattern between Friday’s return and Monday’s return, stated in 
studies of Bessembinder and Hertzel (1993) and Abraham and Ikenberry (1994), will be 
carried out. While Hong Kong is geographically closer to Japan and Australia than the 
U.S., (a Tuesday effect being observed in the formers), the existence of Tuesday effect 
will also be observed during the above process.. 
 
4.2 Regression model 
Regression model is based on the assumption that the unknown variable, which is the 
variable to be forecast, can be expressed as a function of some known and measurable 
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variables. This approach can explicitly take more than one factor into account. The 
simplest and most common method of estimating the parameters of the regression model 
is the Ordinary Least Squares (OLS) technique. 
 
4.2.1 Choice of Functional Form 
As mentioned in the previous chapter, the determination of the correct specification of the  
relationship requires not only that the correct dependent variable be identified but also 
that the correct independent variables and functional form be utilized. Now the focus 
would be put on the choice of function form. Linneman (1980) demonstrates in his 
empirical results that 86% overestimation obtained from his hedonic property valuation is 
due to functional form mis-specification. Therefore, the choice of functional form is very 
important. 
 
The choice of functional form depends on two situations: 
1. A prior knowledge of the nature of the relationship between the dependent 
variable and the independent variables can be logically deduced, or 
2. No prior information is available 
 
If it is the former case, then the choice of functional form is easy. The function form 
would be the one which assumes the already established relationship. For instance, it is 
known that the functional form of the relationship between construction cost and height 
of the building is J-shaped. Then functional forms which assume the J-shape should be 
chosen. 
 
However, if it is the latter case, then the choice should be taken on trial and error based on 
empirical observation. Usually, the following mechanism is adopted: 
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1.  assume a linear function as the first attempt 
2.  use more flexible functional forms if the linear assumption fails, e.g. the 
polynomial function and Box-Cox transformation can be used. 
 
All the past literatures on relevant topics assume a linear relationship between the 
dependent variables, i.e. the discount level, and the independent variables, i.e. the proxies 
of various factors suspected to have an effect on the discount level. The results show that 
the adoption of such a linear functional form is satisfactory in terms of the model’s 
explanatory power. This analysis also follows the use of linear form in the model. 
 
4.2.2 Model interpretation and test statistics 
To interpret the result of the empirical analysis, the regression coefficients in the model as 
well as two test statistics, including the t-statistics and the coefficient of determination 
(R2) have to be considered. They are fundamental elements in any statistical approach in 
the sense that they can tell the effects of independent variables on the dependent variables 
and whether the empirical results are significant or not. 
 
4.2.2.1 Regression coefficients 
The regression coefficients can be thought of as ‘weights’ showing how movements in the 
independent variables induce movements in the dependent variable. The coefficients 
specify the individual effect of each independent variable upon the dependent variable 
while holding other variables constant. For instance, if the regression coefficient of an 
independent variable Xi is bi, that means ceteris paribus, one unit change in Xi will cause 
the dependent variable to change by bi units. 
 
4.2.2.2 T-statistics 
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The t-statistics tests the significance of the effect of the independent variable Xi on the 
dependent variable C. The value of t depends on the regression coefficient (bi) and the 
standard error of the coefficient (Sbi), where 
ti = | bi / Sbi | 
The larger the value, the more accurate the estimate is and the less likely that bi will be 
equal to zero. Statistical significance refers to the likelihood that the statement “the 
dependent variable is affected by Xi” is true ‘Significance’ has nothing to do with the 
magnitude of the effect of Xi on the dependent, i.e. bi can be very significant (high t value) 
but the effects of Xi on the dependent variable can be very small. 
 
When we are 95% sure that bi is non-zero (i.e. Xi has an effect on C), we can say that bi is 
significant at the 5% level i.e. the chance that bi =0 is only 5% (type 1 error). If the 
calculated t (ti) is higher than the critical t value (tc) for a given significance level (x%) 
and degree of freedom, then the coefficient bi is said to be “significant at the x% level” or 
“significant at the (1-x)% confidence level”. The higher the t-value, the more significant 
the variable is. In this study, 95% confidence level is employed to examine the 
significance of the independent variables. 
 
Some softwares also report the p-value which is the type-1 error or the chance that the 
estimated coefficient is equal to zero. The smaller the p-value, the more significant the 
estimated coefficient. Given a p-value, p, the estimated coefficient is “significant at the 
x(x>p) level”. 
 
Degree of freedom (d.f.) associated with a calculated statistic is the number of available 
observations minus the number of constraints placed on the data by the calculation 
procedure. For the t-statistic, d.f. is the no. of observations minus the no. independent 
 25
variables minus one, i.e. 
d.f. = N – k -1 
where  N = no. of observations and 
k = no. of independent variables (excluding the constant) 
 
4.2.2.3 Coefficient of determination – R2 
The coefficient of determination (R2) describes the proportion of the variation in the 
dependent variable that is explained by the independent variables. This test statistics 
therefore indicates how well the model performs – how well the explanatory variables can 
explain the dependent variable. It is often used for measuring the goodness of fit and its 
value ranges from zero to one, denoting a complete lack of fit to perfect fit. Therefore, the 
higher the value of R2, the higher the explanation power of the model is. 
 
R2 increases as more independent variables are added to the equation irrespective of 
whether these variables are significant. The solution to this problem is to adjust the R2 for 
degree of freedom. The adjustment procedure reduces the likelihood of an increase in the 
value of the coefficient of determination as a result of an increase in the number of 
explanatory variables. 
 
4.3 Hypothesis 
According to the previous findings on seasonal anomalies, even if the same hypothesis 
and testing was used but with different period of data as well as the market, the result may 
be observed with some variations. Traditionally the weekend effect is defined including 
Monday and Friday effect. By studying different data, some suggested Monday effect was 
disappeared by 1975 and 1990s, another suggested the effect is a non-trading day effect. 
By studying different market, some suggested Asia markets included Tuesday effect due 
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to US market driven and time zone hypothesis was proposed, another suggested the effect 
is resulted from institutional differences of the market. Generally, the previous findings 
could not conclude to a common consensus and theorize it. Part of the effect, expect 
Friday effect, seems to be changed from time to time with different market.  
 
To study the effect in the Hong Kong content, some important points should be focused 
on. The first question is that whether the Monday effect disappeared since 1990s. If it is 
true, the Monday mean returns should be randomly and close to Tuesday to Thursday, 
which has not any significant pattern. We should be careful to deal with the Tuesday mean 
returns. As the Tuesday effect was proposed to be observed in Asia market, we should 
take an eye on the Tuesday mean return at the same time. 
 
The second question is that whether the weekend effect is the same with a holiday effect, 
which can be interpreted as a ‘close-market’ anomaly. We focus on the nature of weekend 
effect but not the reason underlying, so we doubt that if the weekend effect will also 
happen on holiday. That means every time the market close and the previous day and 
following day will have an abnormal return.  
 
The last question is that whether Friday’s return and the following Monday’s return have 
a higher correlation. Abraham and Ikenberry (1994) attributed this abnormal 
autocorrelation around the weekend to the trading patterns of individuals. They 
determined that the selling pressure is higher on Mondays especially following a Friday 
market decline. If the investors found the Friday is a bad day, they may fear and sell the 
stock on the following Monday. 
 
To examine the weekend effect with testing on the above matters, three hypotheses are 
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derived for this study: 
 
Hypothesis 1: 
“Monday (Friday) mean return will be negative (positive) and the 
lowest (highest) among the days of the week” 
Hypothesis 2: 
 “Post-holiday (Pre-holiday) mean return will be negative (positive)” 
Hypothesis 3: 
“First order autocorrelation between Monday and Friday will be stronger than 
that between any other two days” 
 
The author has several points to make in the hypotheses. First of all, we hypothesize that 
the weekend effect exists in Hong Kong stock market, which consists with the perception 
of the weekend effect is a general and international anomaly. Then an abnormally 
negative mean return will be observed on Monday while abnormally positive mean return 
will be observed on Friday. The first hypothesis also can be used to observe whether the 
Monday effect disappears and Tuesday effect occurs. 
 
Moreover, supplementary to the weekend effect, similar holiday effect will be taken into 
account in order to prove whether the weekend effect is exactly a ‘close-market’ anomaly, 
which should be the pre-holiday and post-holiday effect. Therefore, pre-holiday and 
post-holiday are hypothesized to be similar to Monday and Friday effect in nature. 
‘Holiday’ is defined as the public holiday published by government in each year except 
every Sunday, which is listed in Table 5.1 and Table 5.2. 
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Table 4.1 Public holiday in Hong Kong before 1997 
No. General holidays No. General holidays  
1 The first day of January 10 Commonwealth Day 
2 The Lunar New Year's Day 11 Tuen Ng Festival 
3 The second day of the Lunar 
New Year 
12 Queen’s Birthday 
4 The third day of the Lunar 
New Year 
13 Chinese Mid-Autumn Festival 
5 Ching Ming Festival 14 The anniversary of the victory in 
the Sino-Japanese War 
6 Good Friday 15 Chung Yeung Festival 
7 The day following Good 
Friday 
16 Christmas Day 
8 Easter Monday 17 The first weekday after 
Christmas Day 
9 The anniversary of the 
liberation of Hong Kong 
  
 
 
Table 4.2 Public holiday in Hong Kong after 1997 
No. General holidays No. General holidays  
1 The first day of January 10 The Buddha's Birthday 
2 The Lunar New Year's Day 11 Tuen Ng Festival 
3 The second day of the Lunar 
New Year 
12 Hong Kong Special 
Administrative Region 
Establishment Day 
4 The third day of the Lunar 
New Year 
13 Chinese Mid-Autumn Festival 
5 Ching Ming Festival 14 National Day 
6 Good Friday 15 Chung Yeung Festival 
7 The day following Good 
Friday 
16 Christmas Day 
8 Easter Monday 17 The first weekday after 
Christmas Day 
9 Labour Day   
Source: http://www.info.gov.hk/info/holiday_e.htm 
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Lastly, first-order autocorrelation between Monday and Friday is expected to be stronger. 
It supports the stand of weekend effect related to investor behavior and proves the 
prediction power of weekend effect. We can predict the following Monday returns 
possibly by looking at Friday returns. 
 
4.4 Model specification 
4.4.1 Model 1 
The regression model is specified in the linear form. Hypothesis 1 is tested by Model 1, 
which is commonly used in the research of weekend effect and given in Equation 4.1, as 
below: 
Rt = α1MONt + α2TUEt + α3WEDt + α4THUt + α5FRIt + α6Rt-1 + ε t    (4.1) 
 
In Model 1, Rt is the daily return at time t for the index. MONt through FRIt are the 
Monday through Friday dummy variables, which equal to 1 if time t is that day of the 
week and equal to 0 otherwise. ε t is a random error term for time t.Since we include all 
five weekdays as dummy variables, the constant term is omitted. α1 to α5 represent the 
daily mean returns of the days of the week. Rt-1is the lagged used for corrected for 
first-order autocorrelation. All estimates are made using OLS, applying White’s (1980) 
heteroskedasticity consistent standard errors. Resulting test statistics are asymptotically 
appropriate, whether or not the excess returns have a constant variance or are normally 
distributed.  
 
Monday and Friday dummy variables are included to observe the abnormal negative and 
positive return. It is necessary to include Tuesday to Thursday dummy variables so as to 
make comparison with Monday and Friday, in order to determine the highest and lowest 
mean returns day. Tuesday effect may occur when the Tuesday dummy variable show a 
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significant negative return with the larger magnitude than Monday’s. Rt-1 represents as a 
lagged variable of the daily return. Because the daily return is a time series data and each 
daily returns probably correlate with each other. As mentioned in the last chapter, 
correlation may exist between any consistence pair of days. It should be corrected, 
following e.g. Abraham and Ikenberry (1994) and Friday and Higgins (2000), for 
first-order autocorrelation in daily returns by including a lagged return, Rt-1. 
 
Many researches found that the Monday effect has disappeared since 1990s, while Friday 
effect still occurs. The disappearance of Monday effect since 1990s will also be examined 
by Model 1. The general and overall effect will be assessed by using whole sample, from 
1987 to 2007. If the weekend effect exists, with both the Monday effect and Friday effect, 
we then have a further test to observe whether Monday effect disappears by split the 
sample into sub-period. The length of period is determined by testing and cut off when 
Monday effect is disappeared. 
 
4.4.2 Model 2 
Hypothesis 2 will be examined by Model 2, two dummy variables, BHOL and AHOL, are 
added in the previous regression model and it is given in Equation 4.2. 
 
Rt = α1MONt + α2TUEt + α3WEDt + α4THUt + α5FRIt  
+ α6Rt-1 + BHOL + AHOL + ε t         (4.2) 
 
In Model 2, Rt is the daily return at time t for the index. MONt through FRIt are the 
Monday through Friday dummy variables, which equal to 1 if time t is that day of the 
week and equal to 0 otherwise. ε t is a random error term for time t. Since we include all 
five weekdays as dummy variables, the constant term is omitted. α1 to α5 represent the 
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daily mean returns of the days of the week. Rt-1is the lagged used for corrected for 
first-order autocorrelation. BHOL denotes a dummy variable which equal to 1 during the 
day before holiday and equal to 0 otherwise. Similarly, AHOL denotes a dummy variable 
which equal to 1 during the day after holiday and equal to 0 otherwise. 
 
The underlying cause of the weekend effect has not yet been found, but the abnormal 
return around the weekend is doubted to be related to two holidays in the weekend, which 
also are the ‘closed market’ days. Therefore, we examine that whether the holiday has the 
same effect, that means negative (positive) return is observed before (after) holiday. If 
Monday is a holiday, Friday is the day before holiday. Similarly, if Friday is a holiday, 
Monday is the day after holiday. Weekend is not counted as a holiday in the data. 
 
If the holiday has the same effect, the coefficient of BHOL should be significantly 
positive while that of AHOL should be significantly negative. That means the weekend 
effect may be a ‘closed market’ effect. 
 
After that, the Equation 4.2 will be re-formulated to have a further test whether the effect 
is due to weekends or any holidays, which is given in Equation 4.3. 
 
Rt = α0 + α1BHOL + α2BHOL*FRIt + α3BHOL*NO_BHOL>2 + α4AHOL  
+ α5AHOL*MONt + α6AHOL*NO_AHOL>2 + ε t     (4.3) 
 
In this equation, Rt is the daily return at time t for the index. MONt and FRIt are the 
Monday and Friday dummy variables, which equal to 1 if time t is that day of the week 
and equal to 0 otherwise. ε t is a random error term for time t. BHOL denotes a dummy 
variable which equal to 1 during the day before holiday and equal to 0 otherwise. 
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Similarly, AHOL denotes a dummy variable which equal to 1 during the day after holiday 
and equal to 0 otherwise. NO_BHOL>2 is a dummy variable that equal to 1 if that day is 
before 2 or more holidays and equal to 0 otherwise. NO_AHOL>2 denotes a dummy 
variable that is after 2 or more holidays and equal to 0 otherwise. 
 
In this equation, 4 interaction terms, BHOL*FRIt, BHOL*NO_BHOL>2, AHOL*MONt, 
AHOL*NO_AHOL>2, are included to observe the joint effect. BHOL*FRIt represents 
the Friday before holiday while BHOL*NO_BHOL>2 represents the day before more 
than two holidays. It aims to compare the effect on the day before holiday, the Friday 
before holiday and the day before more than two holidays. Similarly, AHOL*MONt 
represents the Monday after holiday while AHOL*NO_AHOL>2 represents the day after 
more than two holidays. It aims to compare the effect on the day after holiday, the 
Monday before holiday and the day after more than two holidays. These comparisons 
help on finding the relationship of weekend effect with holiday effect and the length of 
holiday. 
 
4.4.3 Model 3 
Hypothesis 3 will be examined by Model 3, an interaction term about Monday and the 
lagged return is added to Equation 4.1 and it is given in Equation 4.4. 
 
Rt = α1MONt + α2TUEt + α3WEDt + α4THUt + α5FRIt + α6Rt-1 + α7MONt *Rt-1 + ε t  
(4.4)   
 
In Model 3, Rt is the daily return at time t for the index. MONt through FRIt are the 
Monday through Friday dummy variables, which equal to 1 if time t is that day of the 
week and equal to 0 otherwise. ε t is a random error term for time t. Since we include all 
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five weekdays as dummy variables, the constant term is omitted. α1 to α5 represent the 
daily mean returns of the days of the week. Rt-1 is the lagged used for corrected for 
first-order autocorrelation.  
 
First-order autocorrelation on the daily returns is considered by including the lagged 
returns. The interaction term, MONt *Rt-1, is included as the independent variable, which 
gives the joint effect of Monday return and the lagged return, which most likely to be 
Friday return. It is because the correlation between Monday and Friday return has been 
stated to be stronger than any other two days in the studies of Abraham and Ikenberry 
(1994), the Monday returns most probably follow the sign of previous Friday returns. 
 
4.5 Expected results of the estimation 
After the independent variables to be used in the analysis are identified, the equation of 
the empirical model can be examined in details. Before that, a summary containing the 
independent variables and the expected signs of their respective regression coefficients in 
the period of study is presented. 
 
4.5.1 Expected result of Model 1 
The coefficient of MON is expected to be negative and smaller than that of TUE to FRI. It 
is because Monday returns should be negative and the lowest if weekend effect exists. 
Similarly, the coefficient of FRI is expected to be positive and larger than that of MON to 
THU as Friday returns should be positive and the highest if weekend effect exists. The 
coefficients of TUE, WED and THU may be positive or negative only if they are between 
that of MON and FRI. It is noted that if the coefficient of TUE is negative and the lowest 
among the week, the Tuesday effect occurs like other Asian countries such as Japan. Rt-1 
is used for rectifying the first-order autocorrelation and no specific sign is expected. If the 
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coefficient of MON is negative and the lowest while that of FRI is positive and the 
highest among the week, it can be concluded that Hypothesis 1 is not rejected. Table 4.1 
summarizes the expected signs of the coefficients of independent variables of Model 1. 
 
Table 4.3 Summary of expected signs of Model 1 
Independent 
variable 
Coefficients Expected signs 
MON α1 
Negative 
α1 < α2, α3, α4, α5 
TUE α2 --- 
WED α3 --- 
THU α4 --- 
FRI α5 
Positive 
α1, α2, α3, α4 < α5 
Rt-1 α6 --- 
 
4.5.2 Expected result of Model 2 
4.5.2.1 Equation 4.2 
The expected sign of MON, TUE, WED, THU, FRI and Rt-1 are the same with those of 
Model 1. The coefficient of BHOL is expected to be positive while that of AHOL is 
expected to be negative. This result interprets a similar nature to weekend effect also 
occurs in pre-holiday and post-holiday. If the coefficient is the same with expected, it may 
conclude that Hypothesis 2 is not rejected. Table 4.2 summarizes the expected signs of 
coefficients in equation 4.2 of Model 2. 
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Table 4.4 Summary of expected signs of Equation 4.2 of Model 2 
Independent 
variable 
Coefficients Expected signs 
MON α1 
Negative 
α1 < α2, α3, α4, α5 
TUE α2 --- 
WED α3 --- 
THU α4 --- 
FRI α5 
Positive 
α1, α2, α3, α4 < α5 
Rt-1 α6  
BHOL α7 Positive 
AHOL α8 Negative 
 
4.5.2.2 Equation 4.3 
The expected signs of BHOL, BHOL*FRI and BHOL*NO_BHOL>2 are positive as all 
the days are before holiday. The expected signs of AHOL, AHOL*MON and 
AHOL*NO_AHOL>2 are negative as all the days are after holiday. If coefficients of 
BHOL*FRI is larger than BHOL while AHOL*MON is smaller than AHOL, the weekend 
effect may be different with holiday effect and related to the length of holiday as Friday 
or Monday is at least before or after 2 holidays. BHOL*NO_BHOL>2 and 
AHOL*NO_AHOL>2 test that whether the longer the period of holiday, the larger the 
effect. Table 4.3 summarizes the expected signs of coefficients in Equation 4.3 of Model 
2. 
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Table 4.5 Summary of expected signs of Equation 4.3 of Model 2 
Independent variable Coefficients Expected signs 
BHOL α1 Positive 
BHOL*FRI α2 Positive 
BHOL*NO_BHOL>2 α3 Positive 
AHOL α4 Negative 
AHOL*MON α5 Negative 
AHOL*NO_AHOL>2 α6 Negative 
 
4.5.3 Expected result of Model 3 
The expected sign of MON, TUE, WED, THU, FRI and Rt-1 are the same with those of 
Model 1. The coefficient of MON*Rt-1 is expected to be positive and larger than that of 
Rt-1. As Monday and Friday returns have been stated to be highly correlated in the 
previous research. If the coefficient is the same with expected, it may conclude that 
Hypothesis 3 is not rejected. Table 4.4 summarizes the expected signs of coefficients in 
Model 3. 
 
Table 4.6 Summary of expected signs of Model 3 
Independent 
variable 
Coefficients Expected signs 
MON α1 
Negative 
α1 < α2, α3, α4, α5 
TUE α2 --- 
WED α3 --- 
THU α4 --- 
FRI α5 
Positive 
α1, α2, α3, α4 < α5 
Rt-1 α6 --- 
MON*Rt-1 α7 
Positive 
α6 < α7 
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4.6 Conclusion 
This chapter introduces the methodology adopted to test the hypothesis set out in the 
dissertation. It includes the use of regression model to investigate the data collected. The 
empirical results of this study will be presented in the next chapter. 
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 Chapter 5 
Empirical Results 
 
This chapter looks into the empirical results of the regression model, after that is the 
interpretations of the results. The differences between the expected results and the actual 
results will be explained. The differences may be caused by many reasons, like 
inappropriate use of data sets, the inapplicability of the explanations to the real world 
(which is resulted from incorrect assumptions used or over-simplifications of the complex 
real world situations), etc. The discussions of results will follow the order of independent 
variables appeared in the previous chapters. After that, the practical implications of the 
results are introduced. 
 
5.1 Empirical Results 
 
5.1.1 Empirical results of Model 1 
The results of Model 1 are shown in the Table 5.1 to 5.3. The Hang Seng Index represents 
as the benchmark and comparison with the sub-categories will be carried out. The table 
includes the estimated coefficients, p-values and number of observations as well as the 
F-statistic if any. The confidence level at which a variable is discovered to be significant 
will also be included in the table.  
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Table 5.1 Regression result of Model 1 in 1987 to 2007 
 
  Mon 
(prob.)
 Tue 
(prob.)
 Wed 
(prob.) 
 Thu 
(prob.)
 Fri 
(prob.)
 Rt-1 
(prob.) 
Hang Seng Index  -0.125**   0.090*  0.129**   -0.056  0.155***   0.043***  
  (0.025) (0.096) (0.017)  (0.300) (0.004) (0.002)  
HSI-Properties  -0.139**   0.067   0.140**   -0.068   0.168**   0.101***  
  (0.043) (0.313) (0.036)  (0.308) (0.013) (0.000)  
HSI-Utilities  -0.071   0.061   0.132***   -0.013   0.122**   0.006  
  (0.158) (0.210) (0.007)  (0.796) (0.013) (0.667)  
HSI-C&I  -0.156**   0.124**   0.089   -0.075   0.158**   0.067***  
  (0.015) (0.047) (0.153)  (0.231) (0.013) (0.000)  
HSI-Finance  -0.084   0.075   0.164***   -0.020   0.157***   0.004  
  (0.110) (0.141) (0.001)  (0.700) (0.002) (0.757)  
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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Table 5.2 Regression result of Model 1 in 1987 to 1993 
 
  Mon 
(prob.)
 Tue 
(prob.)
 Wed 
(prob.)
 Thu 
(prob.)
 Fri 
(prob.)
 Rt-1 
(prob.) 
Hang Seng Index  -0.332***   0.222**  0.258***  0.048  0.189*  0.066*** 
  (0.001) (0.022) (0.001)  (0.618) (0.055) (0.006) 
HSI-Properties  -0.367***  0.281**  0.295**  0.053  0.208*  0.071*** 
  (0.003) (0.019) (0.014)  (0.660) (0.087) (0.003) 
HSI-Utilities  -0.271***  0.146  0.253***  0.059  0.167*  0.027 
  (0.005) (0.116) (0.006)  (0.528) (0.076) (0.254) 
HSI-C&I  -0.394***  0.257**  0.241**  0.038  0.185*  0.078*** 
  (0.000) (0.014) (0.020)  (0.717) (0.080) (0.001) 
HSI-Finance  -0.198**  0.180**  0.198**  0.082  0.206**  0.053** 
  (0.031) (0.041) (0.025)  (0.354) (0.022) (0.028) 
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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Table 5.3 Regression result of Model 1 in 1994 to 2007 
 
  Mon 
(prob.)
 Tue 
(prob.)
 Wed 
(prob.)
 Thu 
(prob.)
 Fri 
(prob.)
 Rt-1 
(prob.) 
Hang Seng Index  -0.015  0.021  0.057  -0.115*  0.135**  0.028 
  (0.818) (0.744) (0.380)  (0.075) (0.038) (0.117) 
HSI-Properties  -0.017  -0.054  0.061  -0.130  0.150*  0.120*** 
  (0.833) (0.497) (0.447)  (0.104) (0.062) (0.000) 
HSI-Utilities  0.035  0.018  0.064  -0.053  0.096*  -0.011 
  (0.538) (0.743) (0.249)  (0.339) (0.086) (0.517) 
HSI-C&I  -0.030  0.053  0.005  -0.178*  0.142*  0.061*** 
  (0.705) (0.493) (0.948)  (0.077) (0.072) (0.001) 
HSI-Finance  -0.025  0.021  0.141**  -0.077  0.127**  -0.024 
  (0.694) (0.742) (0.024)  (0.221) (0.044) (0.172) 
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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Hang Seng Index represents the general movement of the Hong Kong economy. The signs 
of coefficient are the same with expected. Abnormal negative Monday and positive Friday 
mean returns are significantly observed from the result while Monday mean return is 
lowest and Friday mean return is highest, which proves the weekend effect is participated. 
The pattern of mean daily return is similar to the traditional one. Just like the U.S. market, 
besides the Friday, Wednesday is also significantly higher than other days. Also, Monday 
is the lowest and negative in sign with Thursday. Tuesday effect does not occur as the 
Tuesday is positive and insignificant. 
 
Looking on the sub-categories, for the HSI-Properties, it performs most like the Hang 
Seng Index, it includes the significant weekend effect and the sequence of returns for the 
days. It is not the case for other three categories. The HSI-Commerce & Industry is also 
found the weekend effect but the second high return is significantly on Tuesday but not 
Wednesday. The HSI-Utilities and HSI-Finance have the highest returns on Wednesday 
and Friday, but the negative Monday return observed is not significant. 
 
We find that Friday returns are significantly higher for all five indexes. This complied 
with the previous research that abnormally positive return on Friday is found in most 
countries around the world. Thus, the statistics suggest a significant weekly seasonal in 
the return distribution. It can be concluded that Hypothesis 1 is not rejected. 
 
When cutting-off the data into two sub-periods, 1987 to 1993 and 1994 to 2007, Monday 
effect has been found to be disappeared in the later period. In the period of 1987 to 1993, 
MON is observed to be significantly negative in all indices, FRI is significantly positive 
but not the highest day of return. Although FRI of HSI-Finance is the highest but nearly 
the same with TUE and WED, it cannot be clearly defined as the highest among the week. 
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Therefore, Monday effect occurs but no Friday effect in this period. 
 
In the period of 1994 to 2007, FRI is observed to be significantly positive and the highest 
in all indices, but THU replaces MON to be negative and the lowest during a week. No 
Tuesday effect occurs. Comparing two results, Monday effect is disappeared afterward 
while Friday effect becomes more obvious. In addition, no Tuesday effect is observed. 
 
For both the five results, the adjusted R2 presents in a small coefficient and shows that 
less variation in the dependent variable can be explained by the independent variables. It 
results from the fact that weekend effect is a kind of technical analysis, the fundamental 
factors are ignored. This finding does not aim to explain the factors of the returns but the 
existence of weekend effect. Therefore, the adjusted R2 does not affected the result. 
 
 
5.1.2 Empirical results of Equation 4.2 of Model 2 
 
The results of Equation 4.2 of Model 2 are shown in Table 5.4 to 5.6. 
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Table 5.4 Regression result of Equation 4.2 of Model 2 in 1987 to 2007 
 
 Mon 
(prob.) 
 Tue 
(prob.)
Wed 
(prob.)
Thu 
(prob.)
Fri 
(prob.)
Rt-1 
(prob.)
BHOL 
(prob.)
AHOL 
(prob.)
Hang Seng Index -0.128**  0.084 0.125**  -0.064 0.143*** 0.043*** 0.163 0.019 
 (0.022)  (0.125) (0.021) (0.241) (0.010) (0.003) (0.209) (0.885)
HSI-Properties -0.143**  0.059 0.134**  -0.077 0.156** 0.100*** 0.156 0.053 
 (0.038)  (0.383) (0.045) (0.255) (0.023) (0.000) (0.327) (0.741)
HSI-Utilities -0.065  0.0712 0.135***  -0.011 0.122** 0.006 0.039 -0.154 
 (0.194)  (0.149) (0.006) (0.830) (0.014) (0.660) (0.738) (0.185)
HSI-C&I -0.162**  0.114* 0.084  -0.083 0.147** 0.066*** 0.121 0.092 
 (0.012)  (0.072) (0.181) (0.189) (0.022) (0.000) (0.418) (0.538)
HSI-Finance -0.089*  0.068 0.159***  -0.028 0.144*** 0.004 0.165 0.045 
 (0.094)  (0.194) (0.002) (0.583) (0.006) (0.777) (0.179) (0.715)
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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Table 5.5 Regression result of Equation 4.2 of Model 2 in 1987 to 1993 
 
 Mon 
(prob.) 
 Tue 
(prob.)
Wed 
(prob.)
Thu 
(prob.)
Fri 
(prob.)
Rt-1 
(prob.)
BHOL 
(prob.)
AHOL 
(prob.)
Hang Seng Index -0.315***  0.259*** 0.263***  0.049 0.186* 0.068*** 0.138 -0.462* 
 (0.002)  (0.009) (0.007) (0.614) (0.063) (0.005) (0.564) (0.055)
HSI-Properties -0.352***  0.315*** 0.298**  0.051 0.201 0.072*** 0.187 -0.436 
 (0.005)  (0.010) (0.013) (0.674) (0.105) (0.003) (0.528) (0.141)
HSI-Utilities -0.256***  0.177* 0.260***  0.067 0.177* 0.028 -0.053 -0.358 
 (0.008)  (0.062) (0.005) (0.474) (0.065) (0.245) (0.817) (0.120)
HSI-C&I -0.377***  0.296*** 0.248**  0.044 0.190* 0.079*** 0.035 -0.460* 
 (0.000)  (0.001) (0.017) (0.678) (0.078) (0.001) (0.893) (0.075)
HSI-Finance -0.190**  0.200** 0.199**  0.078 0.197** 0.053** 0.173 -0.273 
 (0.040)  (0.027) (0.025) (0.381) (0.031) (0.027) (0.428) (0.213)
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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Table 5.6 Regression result of Equation 4.2 of Model 2 in 1994 to 2007 
 
 Mon 
(prob.) 
 Tue 
(prob.)
Wed 
(prob.)
Thu 
(prob.)
Fri 
(prob.)
Rt-1 
(prob.)
BHOL 
(prob.)
AHOL 
(prob.)
Hang Seng Index -0.029  -0.002 0.044  -0.130** 0.117* 0.027 0.177 0.258* 
 (0.668)  (0.974) (0.502) (0.045) (0.077) (0.132) (0.244) (0.089)
HSI-Properties -0.031  -0.079 0.047  -0.145* 0.134 0.120*** 0.144 0.296 
(0.702)  (0.329) (0.556) (0.072) (0.102) (0.000) (0.444) (0.114)
HSI-Utilities 0.035  0.019 0.063  -0.055 0.092 -0.011 0.085 -0.049 
(0.538)  (0.737) (0.259) (0.322) (0.106) (0.516) (0.515) (0.709)
HSI-C&I -0.048  0.023 -0.011  -0.156** 0.122 0.060*** 0.166 0.369** 
(0.553)  (0.772) (0.888) (0.047) (0.127) (0.001) (0.365) (0.045)
HSI-Finance -0.036  0.002 0.130**  -0.089 0.112* -0.025 0.156 0.200 
 (0.577)  (0.976) (0..038) (0.157) (0.081) (0.161) (0.290) (0.174)
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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When considering the whole period, the signs of MON, TUE, WED, THU, FRI and Rt-1 
are the same with expected and those of Model 1. The coefficients of BHOL and AHOL 
are not significant and no indication on the signs and magnitude even concerning all 
indices. This result interprets no similar nature of the weekend effect occurs in 
pre-holiday and post-holiday. The pre-holiday and post-holiday have no special effect 
from our observation. It may conclude that Hypothesis 2 is rejected. The weekend effect 
is specific and does not participate around every holiday. It cannot be interpreted as a 
‘close-market’ anomaly, that means even the market close, the previous day and following 
day will not have an abnormal return. 
 
In the period of 1987 to 1993, AHOL in HSI and HSI-Commerce & Industry show 
significant negative. In the period of 1994 to 2007, AHOL in HSI and HSI-Commerce & 
Industry show significant positive. The pattern of AHOL is similar to MON, but only 
occurs in 2 out of 5 indices. The negative return after holiday disappear afterward 
following the Monday effect, this maybe due to most of the days after holiday are 
Monday. 
 
5.1.3 Empirical result of Equation 4.3 of Model 2 
 
The results of Equation 4.3 of Model 2 are shown in Table 5.7 to 5.9. 
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Table 5.7 Regression result of Equation 4.3 of Model 2 in 1987 to 2007 
 
 BHOL 
(prob.) 
 BHOL*FRI t 
(prob.)
BHOL*NO_BHOL>2
(prob.)
AHOL 
(prob.) 
 AHOL*MONt 
(prob.)
AHOL*NO_AHOL>2 
(prob.)
 
Hang Seng 
Index 
-0.194  0.070 0.501 0.341  -1.155*** -0.108  
 (0.426)  (0.813) (0.122) (0.162)  (0.001) (0.718)
HSI-Properties -0.327  0.048 0.711* 0.522*  -1.017** -0.338  
 (0.279)  (0.896) (0.076) (0.084)  (0.013) (0.360)
HSI-Utilities -0.184  0.287 0.181 0.269  -0.532* -0.436  
 (0.400)  (0.281) (0.534) (0.219)  (0.074) (0.104)
HSI-C&I -0.294  0.069 0.596 0.465*  -1.409*** -0.090  
 (0.298)  (0.841) (0.111) (0.099)  (0.000) (0.794)
HSI-Finance -0.184  -0.038 0.531* 0.395*  -0.864*** -0.249  
 (0.424)  (0.893) (0.083) (0.087)  (0.006) (0.378)
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
 49
 
Table 5.8 Regression result of Equation 4.3 of Model 2 in 1987 to 1993 
 
 BHOL 
(prob.) 
 BHOL*FRI t 
(prob.)
BHOL*NO_BHOL>2
(prob.)
AHOL 
(prob.) 
 AHOL*MONt 
(prob.)
AHOL*NO_AHOL>2 
(prob.)
 
Hang Seng Index 0.114  -0.066 0.128 -0.245  -3.652*** 0.739  
 (0.828)  (0.899) (0.844) (0.641)  (0.000) (0.222)
HSI-Properties -0.318  -0.047 0.717 -0.026  -4.394*** 0.713  
 (0.625)  (0.942) (0.373) (0.968)  (0.000) (0.340)
HSI-Utilities -0.246  -0.000 0.291 0.208  -3.023*** 0.090  
 (0.626)  (1.000) (0.641) (0.680)  (0.000) (0.877)
HSI-C&I 0.015  0.050 0.064 -0.098  -3.759*** 0.593  
 (0.979)  (0.929) (0.928) (0.863)  (0.000) (0.364)
HSI-Finance -0.055  -0.246 0.484 -0.009  -2.699*** 0.410  
 (0.909)  (0.605) (0.416) (0.985)  (0.000) (0.458)
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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Table 5.9 Regression result of Equation 4.3 of Model 2 in 1994 to 2007 
 
 BHOL 
(prob.) 
 BHOL*FRI t 
(prob.)
BHOL*NO_BHOL>2
(prob.)
AHOL 
(prob.) 
 AHOL*MONt 
(prob.)
AHOL*NO_AHOL>2 
(prob.)
 
Hang Seng Index -0.309  0.160 0.645* 0.539**  0.218 -0.463  
 (0.250)  (0.654) (0.080) (0.045)  (0.583) (0.174)
HSI-Properties -0.352  0.102 0.724 0.714**  0.841* -0.832**  
 (0.291)  (0.819) (0.114) (0.033)  (0.088) (0.049)
HSI-Utilities -0.185  0.459 0.156 0.298  0.842** -0.741**  
 (0.421)  (0.134) (0.623) (0.197)  (0.013) (0.011)
HSI-C&I -0.408  0.101 0.824* 0.655**  -0.122 -0.355  
 (0.209)  (0.815) (0.065) (0.044)  (0.800) (0.389)
HSI-Finance -0.236  0.083 0.537 0.536**  0.147 -0.543  
 (0.365)  (0.811) (0.134) (0.040)  (0.702) (0.100)
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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When concerning the whole period, the coefficient of AHOL*MONt is significantly 
negative while AHOL and AHOL*NO_AHOL>2 are insignificant. This interpretation 
shows no abnormal effect exists on the day after holiday, however, exists on Monday 
after holiday. Thus, the Monday effect exists after the weekend even if there is holiday 
before the weekend. It supports the stand that abnormal low return after the holiday is 
caused by weekend effect instead of holiday effect. The coefficient of BHOL, 
BHOL*FRI t and BHOL*NO_BHOL>2 are not significant. No any special effect occurs 
before holiday. Friday effect is significant before weekend but not the weekend with 
holiday.  
 
In the period of 1987 to 1993, the coefficient of AHOL*MONt is significantly negative. 
The magnitude is larger than the whole period. This is the same with what we observed in 
Model 1, the Monday effect is stronger than in the past. In the period of 1994 to 2007, the 
coefficient of AHOL is significantly positive and AHOL*MONt is only significant for 
HSI-Properties and HSI-Utilities. That shows a similar pattern to the Monday effect, it 
disappears since 1990s. For HSI-Properties and HSI-Utilities, we can compare AHOL, 
AHOL*MONt and AHOL*NO_AHOL>2. It implied that a positive return possibly 
happens after holiday. The effect will be larger if it is a Monday, but will be negative if 
after a long holiday. To be concluded, if the day after holiday have an abnormal high 
return, Monday will amplify the effect and it is not related to the length of holiday. Thus, 
this study concludes that the abnormal return around the weekend is not due to 
close-market effect, but the weekend effect. 
 
5.1.3 Empirical result of Model 3 
 
The results of Model 3 are shown in Table 5.10 to 5.12.  
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Concerning the whole period, the signs of MON, TUE, WED, THU, FRI and Rt-1 are the 
same with those of Model 1 and we focus on the coefficient of MON*Rt-1. They show a 
positive return at 1% significance level in all five indices. Compare to Rt-1, which shows 
the correlation of any two of the other days, Monday and the previous Friday are highly 
correlated with magnitude of at least six times among five indices. The coefficient is the 
same with expected, it can be concluded that Hypothesis 3 is not rejected.  
 
When we look into 1987 to 1993, the coefficients of MON*Rt-1 are significantly positive 
and show a larger magnitude. The effect is diminished in 1994 to 2007. The coefficients 
of MON*Rt-1 are also significantly positive but with a smaller magnitude. This 
interpretation shows that Monday and Friday are highly correlated. When Monday effect 
disappears, the correlation is also diminished. Therefore, Monday effect and Friday effect 
are not two different anomalies existing in stock market, they are correlated. For further 
investigating into the weekend effect, it may be related to investor behavior around the 
weekend. On the other hand, this correlation provides the prediction power for weekend 
effect. We can predict the following Monday returns possibly by looking at Friday 
returns. 
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Table 5.10 Regression result of Model 3 in 1987 to 2007 
 
 Mon 
(prob.) 
 Tue 
(prob.)
Wed 
(prob.)
 Thu 
(prob.) 
 Fri 
(prob.)
 Rt-1 
(prob.)
 MONt*Rt-1 
(prob.) 
Hang Seng Index  -0.189***  0.084  0.135**  -0.045  0.150***  -0.035**  0.554*** 
  (0.001) (0.110) (0.011) (0.396) (0.005) (0.021) (0.000) 
HSI-Properties  -0.204***  0.062  0.143**  -0.057  0.163**  0.027*  0.528*** 
  (0.003) (0.343) (0.029) (0.387) (0.014) (0.068) (0.000) 
HSI-Utilities  -0.122**  0.058  0.136***  2.23  0.120**  -0.081***  0.589*** 
  (0.013) (0.222) (0.004) (1.000) (0.013) (0.000) (0.000) 
HSI-C&I  -0.208***  0.117*  0.097  -0.067  0.151**  -0.002  0.457*** 
  (0.001) (0.056) (0.117) (0.275) (0.015) (0.899) (0.000) 
HSI-Finance  -0.133**  0.073  0.168***  -0.008  0.155***  -0.061***  0.406*** 
  (0.011) (0.150) (0.001) (0.868) (0.003) (0.000) (0.000) 
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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Table 5.11 Regression result of Model 3 in 1987 to 1993 
 
 Mon 
(prob.) 
 Tue 
(prob.)
Wed 
(prob.)
 Thu 
(prob.) 
 Fri 
(prob.)
 Rt-1 
(prob.)
 MONt*Rt-1 
(prob.) 
Hang Seng Index  -0.541***  0.188**  0.287***  0.087  0.195**  -0.078***  1.352*** 
  (0.000) (0.032) (0.001) (0.324) (0.029) (0.001) (0.000) 
HSI-Properties  -0.569***  0.249**  0.329***  0.094  0.211*  -0.057**  1.240*** 
  (0.000) (0.024) (0.003) (0.399) (0.060) (0.014) (0.000) 
HSI-Utilities  -0.435***  0.116  0.273***  0.095  0.173**  -0.111***  1.208*** 
  (0.000) (0.174) (0.002) (0.267) (0.047) (0.000) (0.000) 
HSI-C&I  -0.580***  0.214**  0.276***  0.076  0.189*  -0.070***  1.252*** 
  (0.000) (0.025) (0.004) (0.423) (0.050) (0.003) (0.000) 
HSI-Finance  -0.340***  0.167**  0.219***  0.110  0.212**  -0.074***  0.870*** 
  (0.000) (0.047) (0.009) (0.193) (0.013) (0.003) (0.000) 
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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Table 5.12 Regression result of Model 3 in 1994 to 2007 
 
 Mon 
(prob.) 
 Tue 
(prob.)
Wed 
(prob.)
 Thu 
(prob.) 
 Fri 
(prob.)
 Rt-1 
(prob.)
 MONt*Rt-1 
(prob.) 
Hang Seng Index  -0.035  0.022  0.057  -0.113*  0.131**  -0.005  0.201*** 
  (0.599) (0.735) (0.377) (0.080) (0.044) (0.778) (0.000) 
HSI-Properties  -0.039  -0.053  0.058  -0.128  0.146*  0.086***  0.211*** 
  (0.634) (0.504) (0.464) (0.108) (0.070) (0.000) (0.000) 
HSI-Utilities  0.019  0.021  0.064  -0.050  0.094*  -0.055***  0.251*** 
  (0.736) (0.704) (0.248) (0.370) (0.093) (0.004) (0.000) 
HSI-C&I  -0.045  0.054  0.006  -0.137*  0.138*  0.035*  0.152*** 
  (0.574) (0.490) (0.938) (0.079) (0.080) (0.070) (0.001) 
HSI-Finance  -0.043  0.021  0.141**  -0.072  0.125**  -0.054***  0.176*** 
  (0.507) (0.742) (0.024) (0.248) (0.048) (0.005) (0.000) 
*** significant at the 1% level 
** significant at the 5% level 
* significant at the 10% level 
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5.1.5 Concluding remarks 
In conclusion, we find strong evidence for the weekend effect in the Hang Seng Index. 
The effect also exists in all its sub-categories, including the HSI-Properties  
 
Many previous studies also found the Monday effect, such as French (1980), Abraham 
and Ikenberry (1994), Friday and Higgins (2000) and the most recently study on U.S. 
REIT by Chan et al. (2005). However, they conclude that the effect disappears in the 
second half of the 1990s, as Friday and Higgins (2000) found the Monday effect in U.S. 
REIT returns using relatively old data. In my research, the disappearance of Monday 
effect is determined when separated the data into two sub-period, 1987-1993 and 
1994-2007. The Monday effect exists without Friday effect in the first period. In the later 
period, the Friday effect exists even though the Monday effect disappears. 
 
Furthermore, the weekend effect is proved to be an anomaly around the weekend, which 
cannot be determined as a ‘close-market’ effect. 17 public holidays in Hong Kong are 
examined but no any significant result. It shows no abnormal return occurs in pre-holiday 
and post-holiday, but only happens at the weekend. Hence the weekend effect cannot be 
explained by every time stock market closing. It may be related to a special behavior of 
the investors around the weekend.  
 
The stand is supported by the significantly high correlation of Monday and the previous 
Friday. The related abnormal returns on Friday and Monday seem to be a system of the 
investor’s strategy. Positive Monday return most likely happens after a positive Friday 
return. If the investors found the Friday is a bad day, they may fear and sell the stock on 
the following Monday. 
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The reason behind the weekend effect still is a mystery. Hirshleifer and Shumway (2001) 
suggested that a positive feeling may happens before the weekend, the investors are 
happy and let their mood influence their decision-making. Positive mood makes them 
process information less carefully. The prices are pushed up as a result. Kamstra et al. 
(2003) supported and explained that positive mood decrease the risk aversion of the 
investors, which also leads to the price ran up. However, those explanations can be a 
theory but further qualitative research should conduct to be the support. 
 
5.2 Practical implication 
 
This weekend effect is further investigated as a general, world-wide phenomenon. It is 
contrary to the efficient market hypothesis in principle, which creates an opportunity for 
the investors earn around the weekend. Especially, indirect investment on real estate 
becomes more popular due to its advantages such as liquidity, it provides one more 
advantage for investor to maximize the profit. Hirsch (1987) warned the investor don’t 
sell stock on Monday. As Monday return is always negative, the investors should not be 
frightened when the market has been hit hard on Monday. On the contrary, investors 
should be ready to take advantage of this Monday opportunity.  
 
However, the effect is diminished continuously. The Monday effect is found to be 
disappeared while the magnitude of Friday effect becomes smaller. This may be due to 
the institutional improvement and a better framework developed in the Hong Kong stock 
market. The better the market efficiency, the lesser the market anomaly. Although the 
amount earned from the weekend effect is not so much, investors planning to buy or sell 
can time these trades to take advantage of this weekend pattern. If an investor is planning 
to sell, he may wait until Friday. Then this small amount can accumulate to a significant 
 58
amount. 
 
Furthermore, the high correlation between Monday and the previous Friday provides the 
predict power to the weekend effect. The investors can plan their investment strategies 
according to the Friday return. If Friday return is positive, Monday most likely follows 
and vice versa. 
 
At last, the pattern of HSI-Properties is found to be similar to Hang Seng Index even the 
weekend effect, sequence and magnitude of the daily returns. It implies that they are 
highly correlated, either HSI-Properties is affected by Hang Seng Index or vice versa. We 
can investigate more on the reason behind the weekend effect. While the real estate stock 
is affected by both the property market and stock market, it may be the general stock 
effect and HSI-Properties is dominated by the stock nature, or it may be the characteristic 
of securitized real estate index., which dominated by the property nature. 
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Chapter 6 
Conclusion 
 
This paper studies the return behavior of securitized real estate index using daily data 
from 6th January 1987 to 3rd January 2007. The aim of this study is to examine whether 
the weekend effect, which includes an abnormally negative Monday return and positive 
Friday returns, exists in Hong Kong securitized real estate returns. It is valuable for 
further investigation because this seasonal effect is a general, world-wide phenomenon 
rather than an occurrence in a particular country. If the returns contain the weekend effect 
as U.S. data, it can also reject the explanation of data snooping. The aim and objective are 
achieved in this dissertation and a summary of findings is given below. 
 
6.1 Summary of study 
From this study, it is concluded that the returns for each day of the week are not equal. A 
market anomaly is significantly observed that Monday returns are generally lower than all 
the other days and Friday returns are the highest within the week. This exhibits a 
traditional weekend effect, as observed in the U.S. REIT market most recently. Many 
studies stated that Monday effect is diminished after the second half of 1990s, this study 
further proves the disappearance of Monday effect through the study of the period from 
1987 to 2007. Hence the diminishing of Monday effect can be affirmed. Now only the 
Friday effect exists in the market but the magnitude is diminished. 
 
Jaffe and Westerfield (1985) observed and suggested the Tuesday abnormally low returns 
in Japan and Australia, but the same negative return could not be observed in Hong Kong. 
Just like the U.S. market, the Wednesday and Friday stock market returns in Hong Kong 
are generally higher than other days. The negative Monday, positive Wednesday and 
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Friday returns suggested the inefficiency in the Hong Kong stock market in the past. It 
may conclude that the investors aware this weekend effect and apply on their trading 
strategies. Following the position of efficient market hypothesis, due to the awareness of 
investors, they would sell on the Friday and buy on the Monday. The weekend effect will 
be decline and eventually disappear as a result. 
 
Although the investors who base on the negative and positive expected returns would just 
gain a small amount, they could have increased the expected returns slightly by altering 
the timing of trades which would have been made anyway. That is, delaying purchasing 
planned for Friday till Monday close and executing sales scheduled for Monday on the 
preceding Friday close or the following Wednesday open. 
 
The findings have many important implications. First of all, it is evidence to further 
support the stand that weekend effect is a general and world-wide phenomenon. Previous 
studies found it in the U.S., Europe, Australia and many Asia countries; the findings could 
develop a small part on it. Furthermore, on the trend of increasing indirect investment in 
real estate, the daily seasonalities of securitized real estate index should become more 
important for investors to keep an eye on it. They can have advantages on the optimal 
asset allocations and timing decisions. Besides, it affects the asset allocation, hedging 
decisions and the timing of security issuances by firms. For academics, it implies a Friday 
dummy variable should be added on the regression model when daily real estate data is 
used on asset pricing and performance assessment. At last, the findings help to find out 
the reasons behind weekend effect, it may be related to the investor behavior around the 
weekend but not the holiday. 
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6.2 Limitations 
 
The limitations of this study are stated as follows. First, the required data is not available. 
As the opening data is not sufficient for all indices, trading and non-trading day approach 
cannot be assessed, it is not able for us to carry out a deeper research on the main period 
contributed to the weekend effect, which indicates whether the weekend effect is a trading 
day or non-trading day effect. If this issue can be identified, a reasonable explanation may 
possibly be found out. Second, less Real Estate Investment Trust (REIT) is listed in the 
Hong Kong stock market and also the existing REITs have only been listed for only a 
short period of time. As the REITs contain more real estate characteristics and the nature 
of business is centralized on real estate, the weekend effect can be further explored. 
 
6.3 Areas for further research 
 
Due to the abovementioned limitations, this study suggests areas for further study. First, 
the opening data is not sufficient to generate a significant result on the weekend effect in 
Hong Kong stock market. It is suggested that further research can be conducted by 
studying the trading and non-trading day approach with a new data set. Second, REITs 
can be studied after more REITs having been listed for a longer time. Due to its strong 
real estate characteristic, deeper understanding concerning the relationship between the 
weekend effect and real estate indices can be gained. 
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